
NATIONAL DEFENSE UNIVERSITY 

NATIONAL WAR COLLEGE 

SUCCESSFUL FIRST REFORMS - THE TOUGH ONES LIE AHEAD 

A STRATEGIC ASSESSMENT OF 
MEXICO, CENTRAL AMERICA, THE CARIBBEAN 

FOR THE SECRETARY OF STATE 
BY THE CHIEFS OF MISSION 

Anne CallaghanRobert Ix er) #‘Elizabeth Shelton 

Core Course 5604 
Seminar hl 

Faculty Seminar Leader 
Mr Lloyd Salvettl 



Report Documentation Page Form Approved
OMB No. 0704-0188

Public reporting burden for the collection of information is estimated to average 1 hour per response, including the time for reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or any other aspect of this collection of information,
including suggestions for reducing this burden, to Washington Headquarters Services, Directorate for Information Operations and Reports, 1215 Jefferson Davis Highway, Suite 1204, Arlington
VA 22202-4302. Respondents should be aware that notwithstanding any other provision of law, no person shall be subject to a penalty for failing to comply with a collection of information if it
does not display a currently valid OMB control number. 

1. REPORT DATE 
1998 2. REPORT TYPE 

3. DATES COVERED 
  00-00-1998 to 00-00-1998  

4. TITLE AND SUBTITLE 
Successful First Reforms - The Tough Ones Lie Ahead A Strategic
Assessment of Mexico, Central America, The Caribbean 

5a. CONTRACT NUMBER 

5b. GRANT NUMBER 

5c. PROGRAM ELEMENT NUMBER 

6. AUTHOR(S) 5d. PROJECT NUMBER 

5e. TASK NUMBER 

5f. WORK UNIT NUMBER 

7. PERFORMING ORGANIZATION NAME(S) AND ADDRESS(ES) 
National War College,300 5th Avenue,Fort Lesley J. 
McNair,Washington,DC,20319-6000 

8. PERFORMING ORGANIZATION
REPORT NUMBER 

9. SPONSORING/MONITORING AGENCY NAME(S) AND ADDRESS(ES) 10. SPONSOR/MONITOR’S ACRONYM(S) 

11. SPONSOR/MONITOR’S REPORT 
NUMBER(S) 

12. DISTRIBUTION/AVAILABILITY STATEMENT 
Approved for public release; distribution unlimited 

13. SUPPLEMENTARY NOTES 

14. ABSTRACT 
see report 

15. SUBJECT TERMS 

16. SECURITY CLASSIFICATION OF: 17. LIMITATION OF 
ABSTRACT 

18. NUMBER
OF PAGES 

9 

19a. NAME OF
RESPONSIBLE PERSON 

a. REPORT 
unclassified 

b. ABSTRACT 
unclassified 

c. THIS PAGE 
unclassified 

Standard Form 298 (Rev. 8-98) 
Prescribed by ANSI Std Z39-18 



TO: 1 SECSTATE, WASHDC 

FROM: Chiefs of Mission: Mexico, Central America, Caribbean 

SL-BkCT: Successful First Reforms -- the Tough Ones Lie Ahead: 
CO33 Assessment of Middle America 

: Durmg the Chefs of Mission meeting last week m Managua, you asked us to 

consl’der future directions for Amencan foreign pohcy m Mexico, Central Amenca and 

the Cianbbean (hereafter, “Middle Amenca”) Followmg IS our collective assessment, 

outlnimg USG interests as we see them, the threats and challenges found m the region, 

and pohcy su,, ooestlons for your conslderatlon 

Bac&round: Hot and Cold 

’ Smce the proclamation of the Monroe Doctrine, USG relations \+lth Middle 

Amenca have swung from penods of intense interest to penods of bemgn neglect, 

characterized by those m the region as “umlaterahsm ” In blunt terms. our relations ha\ e 

beenibased on inequality of power and frequent USG military mtementlons to preserve 

our p/ohtlcal and economic interests The region took on strategic importance dunng the 

Cold1 War with the development of 011 exports and Soviet involvement, such as m the 

Cub? missile cnsls, defining our interests Perceptions In the region are that the US 1s 

arrogant, condescendmg, and concerned solely with Eurasia 

Global and Domestic Changes Redefine Contest of Our Relations 

, Slgmficant changes dunng the past decade have changed the context of USG- 

1llddle Amencan relations 
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Cold War confrontations are gone: The collapse of the Soviet rmon has ended 

bipolar competltlon m the region, with the exception of Cuba, comrnumsm has been 

discredited, 

Denzocratzc refires underway Peace accords m Slcaragua (1990), El Salvador 

(1992) and Guatemala (19S6) with revolutlonaty movements and commumst msurgencles 

of the 1970’s and 1980’s are seen as starting points for new opportumtles m the region 

All cbuntnes m the region, except Cuba, have now had at least TV o successive 
/ 

demdcratlcally-elected governments Yew pohtlcal parties throughout the region have 

successfully challenged traditional elites via ballot boxes PRI’s 70-year hold on the 

Mex!can Congress was broken dunng the last election 

, Economic restrzrctzzrzng already yieIdzng results Every county has reformed 

and restructured its economy dunng this decade Go\ ernments have sharply reduced 

trade and investment barners. mo\ mg from import substitution to export-led pohcles 

Derekulatlon of economic acts-ltles and pn\ atlzatlon have replaced strong state control 

of production and dlstnbutlon Today. the emphasis IS on competitive markets. pnvate 

enterpnse. and attracting foreign capital Inflation -- the scourge of Latin Amenca -- has 

been, brought under control, with rates falling from a high of 271313O o m 199 1 to an 

averqge of llZ?‘o m 1997 The se\ ere debt cnsls of the 19iC’s and 1980’s has been 

carefully managed, Mex~o’s 1995 peso cnsls was a\ erted \+lth LYSG support Massive 

outflows of capital ha\ e been reversed last year the pnvate sector poured S50 bllhon of 

rn\ e$tments and loans mto the region 

Regzonal trade IS eqlodzng S&FT_4, with an annual productlon of S6 tnlhon 
/ 

and Gearly 400 mllhon consumers m Canada, hlexlco and the US, 1s working LX ell 

3 



Dunig the first years of the agreement, Mexico expenenced growth of 85% m exports, 

37% m imports Mexico has surpassed Japan to become the US’s second-largest export 

market Other countnes m the region want m Five Central Amencan counties (Panama 

abstamed) have adopted a “ Cormnon Agenda” of mlcroeconomlc reforms to encourage 

mteti~glonal trade, which grew from $600 mllhon m 1990 to $2 8 bllhon m 1996 2600 

Amencan firms operate m Mexico, thousands of Amencan firms are making new 

mves;tments m the region At the December 1993 Summlt of the Arnencas m Mraml, 34 

head+ of state committed themselves to the goal of a Free Trade Area of the Americas 

(FTAA) by 2OC5 

Illegal drug trafficking irzcreaszng Most Canbbean nations serve as air and 

manpme transshipment points for illegal drugs flowing from South Amenca’s Andean 

region mto the LX Followmg a crackdown on Canbbean traffickmg, Mexico emerged as 

the ppmaq transshipment point -- 75?b of Colombian cocame bound for the US crosses 

the Mexican border I LIe\lco also supplies 20-30? b of all heroin and more than 5 3% of 

all mqported maquana to the US market 

/ Illegal immigratzoit is a “safety valve”: Poor economic condmons and high 

unemployment m Middle Amenca have made the US an attract11 e destmatlon for an 

estl+ated 5O$OOC per year from the region, Sfeulcans account for one-half of the CS’s 

estimated 5 mllhon illegal residents A growing US uneasiness about illegal unmlgratlon 

dlrec)s increased attention, and sometimes anger, ton ard Sllddle -4menca 

changes ZJZ LB domestzcpohzcs: An increasing multiplicity of CS ties across a 

L\ ldei spectrum of social, pohtlcal and economic mtematlonal interests ha\ e brought an 

mte+\mmg of US domestic and mtematlonal pohcles Partisan pohtlcs within a more 
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asse&ve Congress m foreign policy matters are shaping a new agenda, there has been a 
/ / 

rapid expansion of slgmficant actors m the US foreign pohcy process, many with single 

mterqsts Congress seems less interested m expanding regional free trade fast track 

authonty failed Cable TV, mtemet, and sound bytes are shaping public oprmon 

USG: and Central America Interests: a Growing Convergence 

Economic prospenty and pohtlcal stab&y are the twn pillars of USG interests m 
, 

the rqglon. filly shared by regional leaders Many countnes also share strong concerns 

about enwronmental sustamablhty, especially the US-Slewo border area and 

preservation of tropical forests m Central Amenca Pnontlzed USG interests are 

1 Economzc: increased regional trade, uninterrupted flows of oil from Me‘clco, 

secunty of the Panama Canal, XX lde economic prospenty throughout the 

region 

2 Polztical: stability m the region through democratlzatlon and broadening 

partlclpatlon m democracy, secunty of our borders, mcreasmg recogmtlon of 

human nghts, controllmg illegal mmngratlon 

i 3 IZlegaZ Drzzgs: decreasing drug production and trafficking, strengthening 

domestic go\ ernments to deal \\ lth nsmg pon er of drug cartels 

- Protectron of L;‘S cztztens: well over one-half m&on Amencans hr e and 

1~ ork m Sllddle Amenca 
/ / 
; 5. EJWlrOJH?tt?Jlta~ Stabzlzty 1 



Povetty and Drugs Top List of Threats and Challenges 

We do not foresee any military or WMD threats to the US commg from Middle 

Ameqca Drugs and illegal nmnlgratlon pose immediate destablhzmg threats to the US - 

- andit. governments m the region Beyond these nnmedlate threats he powerful 

undeilymg causes that make the attractiveness of the drug trade outwergh the nsks The 

economic, pohtlcal and social condltrons which fostered earlier revolutionary movements 

have not -- repeat not -- changed, glvmg nse to “reform skeptlclsm”whlch can only be 

countered by another round of reforms, mcludmg improvements m education Masswe 

poverty and extreme mequaht) Jeopardize political reforms, especially to tenuous 

democratic governments Lmkmg investment capital \qlth social mm estment n 111 be 

esse$al for pohtlcal stability and social peace Causes of discontent include 
c 

Rising PovertJ?: Current average GDP growth rates of 3%, while a slgmficant 
/ 

lmprbvement 01 er growth rates of less than 1 O,b dunng the “lost decade” of the 19SO’s. 

are not enough to reverse the ovenvhelmmg trend of nsmg levels of po\ erty m Central 

Amenca Over 70% of the region’s population lives m crushing, grmdmg, poverty, that , 

rate das Jumped by 5 2% durmg this decade of democractlc and economic reforms The 

rush to urbamzatlon. as peasants leave the land m hopes of employment m the cmes. has 

increased urban poverty by 6090 Real LX ages ha\ e lagged, unemployment has increased 

sharply There are no “social safety nets,” and low-quality social programs are plagued 

by m?fIiclency Only worker remittances, estimated at several bllhon dollars per year. 
I 

ha\ e kept some of these economies afloat 

, IJzcome Dzsfrzbzrtzon. Sllddle Amenca continues to ha\ e the most unequal 

dlstr+butlon of income and R ealth of any region In t_le LX orld, and current trends point to 

6 



fiu-ther detenoratlon The poorest 40 % of the population receive only 10 % of the 

reglop’s annual income, while nearly 60 % of the income goes to the KS ealthlest 2C % 

In&genous Indian groups, racial mmontles and women suffer the most Combmmg 

growih ~71th equity ~11 be a challenge m coming years 

Fragile Democracies: Early moves toward democracy have not lessened pohtlcal 

and s&al structural ngldltles, despite demands from mdlgenous Indians for fuller 

partl&patlon Challenges to strengthening democracies ~11 include fighting corruption, 

supporting human nghts, encouraging mmonty integration, adapting to rapid social 

change, building broader mstltutlons such as courts. and strengthening cn 11 societies 

Political systems that are transparent and accountable, that function effecnvelq to deha er 

publ& services, ~11 be a necessity 

’ Transnatzonal lsszles: Illegal drug trafficking 1s the pnnclpal transnatlonal threat 

from;lfrddle America, leading to destablhzmg consequences such as increased lmks to 

orgaqlzed crime, regional violence, social unrest, corruption and polmcal mstablht> 

VlolCnt cnme m Jamaica, for example. 1s linked directly to drug gangs which ha\ e 
/ 

alreaily established bases of operations m Amencan cities Hard currency associated wth 

transb-xpment of illegal narcotics 1s growmg and replacing legmmate agncultural 

businesses Drug money laundering 1s undermmmg the mtematlonal financial s) stem 

Concern that illegal immigrants take Jobs from Amencan xx orkers has made 

illegal nnmlgratlon the other pnnclpal transnatlonal threat from Middle -4menca 

Thodgh the Border Patrol has received record funding for personnel and faclhtles 

upgrades, there 1s the fear that increased polmcal turmoil or economic backshdmg in 

Mddle Amenca LX 111 result m unprecedented numbers of Illegal crossmgs Lye sa\t this / 
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phenimenon shortly after the Mexican peso devaluation and recession of 1995 \+hen JXS 

recorded slgmficant increases m apprehensions on the US-Mexico border 

US Qbjectives 

l support efforts to liberalize economies and reduce poverty 

l build and support stable democracies 

l lessen the flow of narcotics, reduce then- hold over economies, governments 

l reduce illegal nnmlgratlon 

l de\ slop leadership committed to modemlzatlon. compromise and reform 

l remo\ e all bamers to the movement of goods and capital across borders 

l ensure the secunty of the Panama Canal 

Constructive Engagement is the Key: US Strategy Recommendations 

I 
Amencan polq has 1 aclllated between benign neglect and military mten entlon 

CurrFnt cost-cutting measures signal a lon ered LSG pnont) of this region as other areas 

claim our attention We are XX lthdrawmg instruments of influence m the region -- closing 

embassies and I3IS faclhtles, ehmmatmg or cutting AID budgets and actlvmes -- at a 

crucial time of reforms XX hlch 1~ e ha\ e promoted m the region These need our 

contmumg support LVe recommend strengthening our public diplomacy efforts 

IYe urge greater mthlateral and cooperatne efforts to control the illegal drug 

trade FVe urge a re-euammatlon of the unilateral practice of * cert@ng” countnes We 

endobse current cooperative efforts of law enforcement and the mlhtaq. focusmg 

attention on the fact that drug pohcy 1s lmked to secuntl The nse of ~01% erful drug 
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cartels may Jeopardize fragile democracies m drug-producmg and drug-tranatmg natlons, 

ralsmg the specter of possible US mterventlon 

Economic development must be an mtegral part of curtallmg drug flows, as well 

as illegal mumgratlon We recommend an expanded use of USG agencies (such as 

TDA, EX-IM, OPIC) and YGO economic development assistance, combined with 

incentives, to attract pnvate sector investments to the region 

, By hosting the Mlaml Sumrnlt m 1994, the US demonstrated Its economic 

comrhltment to expandmg,‘promotmg free trade m the region Contmued US 

partlclpatlon and leadershlp 1s necessary to achieve the FT.&A by 2CI15 If the US 

1~ ala ers m Its support. sub-reglonal agreements may address non-tanff issues m n a> s that 

are not compatible to US interests Our strategy of expanding free trade agreements m 

/ 
the r?glon. especially the estabhshment of FT,kA, will require fast track authontl and 

otheq measures to encourage further economic hberahzatlon Momentum for reform 1s 

unden\ ay -- ue should support it 

, Drax%mg on the success of the 1994 Summit, \\e are lkell placed to build a nen 

partdershlp based on mutual respect We recommend an annual Heads of State Summit. 

held uncer the auspices of O-4, as the means to accomphsh this 

Go\ emments across the region have successfully completed the first wave oi 

democratic and economic reforms The really toug-1 reforms he ahead The LSG has 

urged these reforms for manv years I < - The region needs and desen es our full support to 

rnol i ahead 


